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State Distribution

of Business Concerns

THE United Stales had 4.2 million soncerns in aperation at
the heginnivg of 1954—virtually the eame total ne in the
previous yeor. This stnbility is in contrast to the earlier
posbwnr porickl when saccessive yenr-to-yesr increises
resulted in a ono-third rise in the number of operating con-
cerns from the rellucad maumber of the wor period.  The &ggra-
gale within ench of the vegions of e Unitod States also
remained relatively siable durinp 1953, alsthough  some
mwailernte dilferential movementa did eceur.

Business Population
Regional Entrance ond Discontinuance Rates, 1952
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The Southeast showed o further inorenss last year of 15,000
firmz, or more than 2 percent. In both the Far West nnd
Southweat—the only other regions to record gaine—the
total number of private nonfarm businesses increased 1%

gent in 1053, Ouoly in the Far West did the increase of

t year excepd thot of the year before. These pains in
number of operating firms were lergely balanced by minor
lozsea in other regions with the largest decline—13,000 firms
or t pareent-—ocenrring in the Central Statos,

14

The sinbiliby of the toled in 1253 wes, of course, asaociated -
with about oqoal rates of new firmt formation and of husitess
disgentinuance, a8 moy be seen in the chari opposite. The
reglonal variations in business turnover rates was less in

1053 fhan in any other year sines 1044—Uhe anrlisst year for ™

which such informaiion is awvailable. Thers wae o slight
decrenss in 1953 from the previous year in the rate of new

firnt formation in avary vegion and, except in the Far Weat, «

a glizht increase in the rate of business discortinuance.
Two vogions of the United Stoates—the Middle Easl and
the Central States—eszch nceount for roughly one-quarter of

the coumtry’a business concerns, population and ingone of *

individualz. About 16 pereent of the bysinem population is
in the Sentheast and 11 persent tn the Far West. The

Southwest, Nerthwest and New Englaad together account , |

for nbout one-fifih of the totnl number of firms,

In terms of number of operating businesses, Naw York lss
the largest aumber—544,000. California is  next with
343,000, followed by Illinois, 259,000, and New Jersey,
255,000. At the other end of the senle ars Nevada with
7,000 firms aod Wyoimning with 8,000, )

The stntistica theovghout this report cover number of zon-
cerns regordless of size. In 1981, the lndesi year for which
& 8izo distribution of business concerns i ovailable, fhroc-
fourths of oll firins had fewer thon fownr paid emplo{ees while
5 pereunt of the fivens hd 20 or more employeea, Less than
one-tenth of 1 percent cmployed 1,000 or move,

Changes by industries

A small ingreass in the nunber of wholesalers from the
Loginning of 1853 to tho beginning of 1954 was a little more
thnn offset by o deerense among retail trade firme, while the
nomber of businesses in the service industiies remained, un-
cl d. Tho regionsl pattern of change in the busmess
ropulntion ps s whele is ]m&:l:,r 4 refleciion of the pattern |
within trnde and gervice fields which aceount for bwo-thirds
of nll irms. The number of trade and service businesses
edged up slightly in the Southesst, Sovthweat, nnd Far Wes,
while the nomber in these industries in each of the remaning
|'n$1ious remnined unchangatd or declined s]ighﬁ. L.

"he pictnre differs somewhal: nmoag the other major -

vusiry divisions. 'The rate of growth of contract consirue-

tion eoncerns eonLinued 1o {ar exceed that for any other major
induslry, though slowing in 1953 to somewhat over 3 por-
cent—about helf that of the previews yenr, I01S
excapt the Northwest shered in the overnll gain of 14,000
conatruction firms last yeor.

The number of manufaciuring eompanies lost year de-
ereased by 5,000 firms, 01 1% porcent, with nentdy one-thid
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Firms in Operation Per Capita
Jonuary 1, 1954
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ol ibe decrcase accounied for vy the Cenlral States, Declinga
in the number of manwincturers occurted in all regions axcept
the Southwest.

Basis of estimates

This nelicle presunts revised eslimnices of the distribution
ol business concets by Slates, utilizing the Intest dala avail-
able from the Borene of Old-Age and Swrvivors Instirance,
the Internal Bevonoe Sorvice, and the Bureau of the Conaus,
Tha State dain are estimated within the framoworl: of the
repulor Office of Business Keonomies series an Lhe United
Stases totnls 0a revised carly this yonr!

Table 1 shows cstimuntcs of business concerns by Stntes
and regions ns of January 1 for the years 1944 through 1954,
The number of firmes iz eperotion is shown by selocked indus-
try divisions and Ly Stotes and regions for the period 1945-51
in table 5; the industrial breakdown of the rogional datn ia
shown through Jaminry 1, 1854, in {able 6. Table 7 provides
n finer industrial bronkdown hy Sinies for 1981—Lhe [nios,
period for which such dotniled information is available, The
Slate and regional digtributions of the annual number of
new, transferted, and discontinued businesses nre presented
oiuly for all industries combinad (tables 1, 2, and ER
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In wsing the Swte informntion shown here it shovld be
barne in mind that tho data voprosent estimated totals rather
thon procise counts of firms. Il shouwld be noted that the
margin of error inereases with the smonnt of detail shown and
el eatitnoting sevors arve relolively proater in the enge of
levels for samy single year thap in the cnse of yemr-to-yoar
movements,

Geographical Distribution

The loog terin growlh of business firma in the United
Sintes has been closely nssoviated with the growth of the
populatien. However, the rate of prowth sinee 1900 Lias heen
somewhal greater in business comcerns than in population,
nz o vesult of inereased jodustrin)ization and spoeinlization
wilhin the ceconomy, Excepl lor shaap dips during peciods
of war nud cconowmnic depression the number of firms lins
incrensed guite steadily from aboui 21 per 1,000 persona in
1804 to 26% currently.

"The geographical distribution of ficms within the Uniled
Siates 13 likewise assorvialod with the geographicel distribu-
tion of population. There is a tendency for husiness firms
to grovitate towerd contors of pepulation, while, on the
olser hand, smployment oppoclunitics arve furnished by
firms in business.

Differcneea in varieue Inelers which nre primardy coonomic
in naturs, however, do give vige to eonsidernble vnrialion
smong the Stnies in per capita firms in operation as may L
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_the besiz of the relationship with income alone. This is
largely o resuit of the extent to which this State caters to
vacationizta, particalarly in January to which the business
population estimates perthing. The number of service con-
cerng, ncluding heiels, motels and amusement places, is
comporatively high in Florida, The lorgest negntiva devia-
tions on the chart ars found for Morylond and Delnwore,

With vory few exceptions, in the States which indicats a
Iigher pumber of concerns than would be expectod from o
straight line sverape rclationship to incoms, & higher than

* average proportion of the States’ inhabitants veside in rurel
press; conversely, in nearly all of the States falling below the
line, s hagher they average proportion of the population was
zlaseified #e urban in the 1950 census. This strongly sug-

thet arses in which the human population iz dispersed
tend to be sorved by a larger numbm of smaller concerns.

SURYEY OF CURRENT BUSINESS 1-;;

Regional changes

The impact of World War [l brought about & sharp
deckime in number of operating eoncerna snd the toial
reached its lowest point about the beginning of 1244, Since
then a net inerease of ahout 14 million firma Las ccewrrad.
Cerowth was particulady rapid :1uring the amly postwar
years; nently onc-thivd of the decads’s total net increass
occcurved in 1946 with the first five years of thiz 10-year
period nncuuntinﬁil‘ur 8% pereent. .

Under the mildly reccssionary conditions of 1849 the net
gain amouvnted fto shout 25000 firms, while the snnual
mcroment during ssch of the years 1950 thzough 1852 was
roughly 55,000 ivms. 1953 saw little ch .

uring the period 1944 through 1948, ﬁl regions shaved
m the 40 percent evorall increase in numbar of Opﬁrﬂm
concerhz, ‘The Far Wost led with o two-therd gain—Fallo
by the Southwest, Southenst and MNovthwest with relotive
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18 SUEVEY OF CURRENT BUSINESS

merenses of B4, 48, and 43 percent, respeﬁt.ivug. The
number in the remaming regions—New England,
the Middle East end Central Stetes—inereased by sbout
one-third during this period.

Draring the latter five yeor period from 1949 through 1553
the inerense in toin]l number of buginesses dropped to 5 per.
cent, and the variation among the regions has heen much
more pronouneced. The Seuthenst snd Southwest have
reported substantial nerenses—ench up 18 percent. The
Far West, where the rise waa about t}verrfe, was third in
rata of %uw"th amnong the regions during this poriod, while
in New Englond nnd the Central Sintes the regional totals
remained relatively unchimﬁpd, )

Execept for the slight decline in New England in 1951, at
lsast some opereting firms wore added in each region during
each of the vears 1950-62.  In 1949 and again in 1953,
however, some of the regione underwent o net lose in nunnber
of opevating concorns. New England ond the Middle East
declined slightly in both yenrs, the For West in 1940 and
the Northwest and Csntral Siates moved down In 1853.

Table 2—Number of Trsmsforred Bosineares, 1945-50, by
Staten snd Regione

| bommnde)

November 1854

Over the past decade the proportions of all firms found in o
the Far Wost, the Southesat and the Southwest each in.
creasad by ebout 2 amauuife URmnts, while both the Middls
Esast and Central Stetes fo by about the same propor-
tion. The Northwest now hes about tha sarme relative ﬂlg::l:g
of all eoneerns as in 1044 while New England's share is about,
ono-helf percentage point lower,

Regional change within industries

From January 3, 1849, to the beginning of 1954, the total
number of eonstruction frms mereased by ona-fourth; whole- -
ealers were np 10 percent and reteil firms 4 percent, while tha
number of monufacturers and service businezsee remesined
rolatively unchangad. The all-industry patiern is generaily
roflected in the major industry divisions when regions are’
nrrsnged from high to low with respeet to relative changes
in nunber of operating firms during thie period, although
some shifts do oceur. The Southeost and Southwes; lead -
in all divisions sxcept manuincturing whers the Far West
gained more than sny other region. In contract construe-
i'.ion, an the other hand, the Far West gained relatively the
nast, -
New Enpland made its best showing within wholesaly

P
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indusiriecs—information in available on the aumber of os-
ishmenta or outlets envmerated by the Bureau of the
Ceneus in 1828, The swme source provides information for
manunfactoring in 1847 and trade ond services in 1048, Tha-
spite differences in illﬂllﬂtnl'lf definitions and scope belween
o two sala of data ss well as between censuses, the broad
outlines of tha ragional ch which have oveeurred in the
busingss population over #us pericd may be indieated by

the changes which have oceurred in the number of census -

gatablishrenta,

Thea n;?mnal distribution of Cenmos establishments in
trade _services is in quite close agreemnent with the
regionel distribution of ths entire business population. In
hoth periods the two largest regions—the Middla Easi and
* Claniral Statas—together acoounted for somewhat more than
half of the sstablishments, With respect to relative changes,
Census information shows that the fasteat growing regions
from 1839 to 1947 (for menufacturing) aad to 1948 Efﬂr trade
wid services) was the Southesst where the number of extab-
lishroents in these industries inereasad 17 percend.

Thoe Far West was second with an mcrease of 11 percent,
regions incresssd more moderately: the Southweat by 7
percent and the Middle East by 3 percent. New Englend
remeined practically unchanged, while the number of estah-
lishments in the Central States and the Northwest declined
by 2 pereent and 5 pearcent, respectively. The order of the
rﬁrm by relative changes in the number of eatablishments
followed the avernll pattern clossly in each of the industry
. divisions for which informntion is aveilable except in whole-
sple trnde whera the largest guins were made in the Middle
East and New England.

The regional trends jn recant yoars are similar to those
from 123% to 184748, It will be noted that, in genernl,
the relatively fnstest growing regionz in terms of business
population ora thosa with tha fawest firms per eapite, and
the regioms geining the lessi have higher than average per
capita frms, Appnrenﬂli there is o tendeney for each of
the regions 1o approach the national wvernge in this respect.

Industry distribution

Within broad industry groups tha number of firms within
oech State 33 nlso closcly related to the Btate's population
and income, Thnble 4 presents the 1951 percentage distri-
butions of the total business concerns and of selectod mujor
indvatry divisions, and, for comporative purposes, distri-
butions of the populstion, income payments nnd land srea.
Even o casunl inspection of this table brings out the close
correlation betwesn fivms, income and population.

The socficients of corralation st the botiom of the table
show that for each of these industry divisions the correlation
botween pumber of firms and ingome is slightly closer than
the corralation batween nomber of fiims and populntion.
Both relationships ere slightly closer for retail trode than
for the totnl—s not snprisng result in view of the necessity
for direct oesociastion between conswmers and the fivms
operating in this field.

Industry verintions in these cosfficionts serve tn indicate
industry differences in degree of geographical concenbiration.
Althpugh exeeflent relationships are found for each of the
brond mduséry divieions shown in table 4, it will be noted
that the lowest coofficiants of sorvelakion are found for
mepufscturing. The range is quite narrow, howevar, sinen
tha industry gmup]g:lfﬂ are t00 brond to clemly reveal geo-
graphical aress of industrial specialization.

The industry detail previded by table 7, though etill
fairly brond, is somewhat more satisiactory in this yeepect.
For sxample, the financial centers in New York City and
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Chiengo raise the proportion of firms found in the finanes,
insurance snd real catate groups to 23 percent for New York
and 12 percent for Ilimois—substantially higher than the
portion of ineome and people found in these Statss.
owever, this industry also inchides 2 large number of small
frms which solicit insurance and sell cstato and sre in
fairly close relntionship with income as well a8 with the
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22 SURVEY OF CURRENT DUSINESS

Entrance and withdrawal rates

For many purposes of comparison, business turhover rotes
are more usaful than the total number of new and discon-
tinued businesses. chort on poge 14 compores the en-
tranes and withdvwal rates within regions for the year 1963,
The differsave betwean the rates of “ins” and “outs" yields
the rate of net change in number of operating concerns.

Number of Firms in Operation Related io
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Tha rate of new firm formation differed very little from
the reta of business discontinuancs for the country as o whole,
and this wos slas true of the Middle East. Although the
antry rates wore slightly o exeess of the discontinuancs rotes
in the Far Wesl, Southwest and Southaenst, ond the reverse
was true in the I*fcnrﬂlwaat, Now England and Cantrnl States,
the variation in turoover rates omong the regions wns very
small during that year.

Table 8 shows the annual nureber of new and discontinued
businesses per 1,000 firms in operntion, by States and ragions

Movamiber 1684

Table & —Number of Flrims in (0

Hom Jonuery 1 Selegted
Major Industey Divisions and

Reglone, 104 and 195354

(T hounmdy]
19844 | 1052 | 1663 | 1954 | 1844 [ 1852 | 1053 |TH64
Muanufacturing Cengiroslion

nlted Sinten. .| 246 | 327 ] 327 | 2227 L7 | 34 ) 418 | 431

New Bogland. 21 a7 2 20 14) 81 3R] 38
Middle East__ 2| MWMsE [ 1051 04 | 43 ; 94 [ 102 | 108

Scutheégt.....]| 33 =0 14 48| 15| 54| 59| 82
Bouthwest_ . _. f 14 15 14 8 33 35 ab
Conbreal_______ 1) Bl 2l an 45 1107 | 3112 | 116
Nerthwest. . .. i 10 10 10 T 22 23 b
Far West_____ 23 41 40 10 14 f 1] 52 ab
Featail iradea Whaleaals ivade

Unlied Sdiares__ |1, 243 |1, 537 |1, 853 |1, 850 | 170 | 278 | 283 | 284
New England_ 45 121 121 120 11 14 16 17
Middle Enat..

Boutheaet. .| 198 411 | =22 228 20| 40 41 48

Houthwast____| 90| 144 | 248 | 149 10 20| 21 22
Oenteal . _.. .| 34| 628 | 624 | G515 48| 71| 721 72
Morllwost.___ M| 113 123 [ 112 16| 14| 167 18
Far West_....| 118 | 183 | 102 | 104 13| 30| B az

Onlied Steieg, | 526 | 736 | 788 { 730 | 44% | N81 | 5&9 | SES

New England. ) 45 ] 4| 24| &l al al
Middiz Emat_ .| 157 | 184 | 1B5 [ 185 | 152 | 171 | 174 | L7E

Southangt b | 194 1234 3| 47| T1I) TR T
Houthwest____ 44 BB 69 TL| 7| 42 #| 45
Central . __. - 145 | 182 180 | Iv4 | 13+ | 164 | LB4 | 151
Nerthwast____ 30 40 za W | ) BN AN
Poar Weat... | 0 93 L | &7 | 52| 5%, 54

?our% U1, B, Depakment of Dommcret, DNea of Bushost Eeodorics caHmnbas hosad
w o Bgln (rom the U, B, Depockment of Health, Education mnd Wslliea, Bonbd of
goand Sarvivers THannmes,

for each of the years 1945-50. During the pariod of rapid
ﬂowth in bhe business population following World Wer IIT

ere were markad repional ond Stete differences in both
entrance anid discontinuance rates. It will also be noted
thet Btates snd regions which had higher-than-avernge
entrance yntes in one yenr tended to have higher-than-
aveorage 1aies in every other year, snd that higher-thon-
average entronoe rates tend to be nesociated with bigher-
than-average discontineance retos.  This lotter relationship
follows from the fact thoat discontinuance rates are higheat
for new firma and decreass as the aga of fira increeses.

Foreign Investments and Income
(Continued from poge 13)

of Canndian corporate atoeia in the first helf of 1954, ex-
clusive of the purchoses thm:gll Conndian incorporated in-
vestment trust funds noted ve.

Portiolic enpital movements sinee the war hove bean
dominoted Inrgely by transections in Conadism eecurities,
and, to a lesaor sxtent, by inveatments in bonds of the Inter-
national Bank and n relatively smoll numhber of bank loana
t¢ European govermments. However, mounting dollar and
gold rescrves and prowing induetrial strength and savings in
1954, expecinlly in Western Europe, have had the effect of
reducing controls on all kinds of forsign trensnctions, stabi-

lizing the market for outstanding dollnr bonds, axd restoring

& mumber of European countries $o their former position as

important sources of copital funds. United Sintes investors

have reaponded in 1954 to the strengthened finencial position

abrond in part by purchasing lnrge amounta of tha stock of

Eumpmn entarprises recently listed on the New Tork Stock
xc

Total privote long-teym portfolio investments at the end
of 1553 were volued at $5.9 billion, of which $3.3 billion was
in Cannda and $1.4 billion wos in Western Europe. Dhivi-
dends wnd intevest received from these investnenta were




